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INTRODUCTION 


This report is a general study of the financial 
management function at a Marine Corps Air Station. The Marine 
Corps Air Station, like the Naval Air Station, is primarily 
concerned with the financial management of those funds 
allocated by various Navy bureaus to the station for operations 
and maintenance, and fcr support of the Aircraft, Fleet Marine 
Force, units which may be assigned there. However, unlike the 
Naval Air Station, the Marine Corps Air Station has an 
additional task of managing certain funds allocated to it by 
the Marine Corps on a unilateral basis. The management of 
both the Navy and Marine Corps funds is presently beins 
carried on by various departments within the station organi- 
zation coordinated through the G-4 section of a General Staff. 
As of July 1, 1956, however, this function will be shifted to 
a newly established comptroller organization.? 

In order to provide an understanding of the comutroller 
concept as it will exist in the Marine Air Station for finan- 
cial management, a brief outline of the events which brought 


abcut its establishment is pertinent. 


commandant of the Marine Corps, Marine Corps 
Order 5450.2, “kstablishment of Comptroller Or.anization at 
Certain Marine Corps Field Activities" (Washington, D.C.: 
Department of the Navy, March, 1956). 
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The Title IV Awendrent to tne National Security Act 
of 1947, passed by ctonsress on August 10, 1949, first estate 
lished the comptrollersnip concept within the Department of 
Defense. Within the over-ail pelicy and framework of this 
anendment, the Department of Defense has establisned a progran 
designed to improve the business operation of the departsent 
by the use of modern financial management techniques. In the 
Department of the Navy, this prcgram has become the responsi- 
bility of the Navy comptrollers due to the fact that that offic 
has been delegated authority to supervise the preparation, 
review, and execution of the Navy Department bud,et. In 
compliance with the Act, the Secretary of the Navy issued 
guidance for the establishment of comptroller organizations 
in bureau headquarters, offices, and field activities of the 
Navy and Marine Corps.2 This inetructicon outlined the basic 
functicns of comptrcoellership waich should be performed by 
and for every bureau, office, and field activity whose opera- 
tion was of a size and complexity to warrant it. These 
functions included budgeting, accountinz, program analysis, 
progress reporting, and financial management. Recommendations 
as to organization, staffing, and suggested comptroller 
relationships within organizations were also included. 


During the period this instruction vas under 





i secrétary of the Navy, Instruction 5400.4, 
"Rstablishment of Comptroller organizations in Bureaus, 
Headguarters, Offices, and Field Activities of the Navy and 
Marine Corps" (Washington, D.C.: Department of the Navy, 
November, 1953). 
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preparation the Commandant of the Marine Corps requested and 
received authority to implement the provisions of this direc- 
tive over a period of time so that Marine Corps persormnel 
could be adequately indoctrinated in the comptrolliershir 
concept. It was anticipated that this educational training 
period would require about three years. During this period 
it was contemplated that there would be a consolidation in 
the field activities of the many fiscal functions into a 
fully integrated comptroller organization. 

Following the instructions issued by the Secretary of 
the Navy, the Commandant transmitted his interpretation of the 
requirements necessary to carry out the objectives cf the 
comptrollership function as authorized by the Secretary of 
the Navy. It is noted that the Commandant gave no specific 
instructions to centralize all the comptroller functions into 
one office at that time. With guidance received in the Comman- 
dant's letter, field activities organized staff sections to 
perform the comptrollership functions as they saw fit. The 
policy of general s<uidance in lieu of specific instruction 
developed a wide variance in organization structures and 
areas developed where improvements could be made to eliminate 


organizational deficiencies. The establishing of a formal 


lcommandant of the Marine Corps, Letter A644-SD, 
"Establishment of Comptroller" (Washington, D.C.: Department 
of the Navy, December, 1953). 
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comptroller organization with the centralization of 
comptroller functions within that unit will achieve this aim 
for the field activities. The over-all introductory program 
of finarcial manazement within the Marine Corps has been 
satisfactory and should improve with the full implementation 
of the program contemplated by the Secretary of the Navy. 

In describing financial management activities at a 
Marine Corps Air Station, this paper will cover several 
specific areas. The planning and programming necessary to 
financial management operations will be examined. Space will 
be given to a description of the budgeting functicn; and 
management concern with accounting, reporting, and auditing 


will be investigated. 
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CHAPTEHEH I 
PLANNING AND bODG:rTING 


Financial management, as defined by a Navy 
comptroliér, is: 


"the process by which work programs, including the 
related phases of program planning and coordination, 
are translated into financial terms, analyzed, evaluated, 
and reflected in the form of budget estimates; the 
necessary funds justified and obtained from the granting 
authority and allotted or distributed to the proper 
units; adequate measures maintained for accountability 
and expenditure control and for assuring at all times 
that the funds utilized for the execution of the 
authorized programs of work are being exvended in the 
most effective and economical manner possible, and that 
the results are analyzed, measured, evaluated, and reported 
upon in comparison with authorized plans or objectives. 
Responsibility for effective financial management is part 
and parcel of over-all operating management responsi- 
bility. "1 


The importance of planning and programming in the 
financial management cycle cannot be over-emphasized. 

Marine Corps Air Station commanders receive their 
broad programming data from the Chief of Naval Operations with 
the concurrence of the Commandant of the Marine Corps. This 
prescribes the mission of the staticn and ives general 


sulidance for future operations of the Aircraft, Fleet Marine 





ee al a 


1a, B. Chettle, "Financial Management, Naval Aviation," 
Paper read before the Marine Corps Aviation Training 
Conference, Quanticc, Virginia, September 21, 1955. 
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rorce, units based thereon. Within the scope of this general 
guidance are included such items as total number of operating 
aircraft and pilot hours required to accomplish a desired 
level of combat readiness. From this data, the station 
commander is able to interpret aircraft flyin, hours and 
project this intelligence into the various station operating 
areas which will be affected in reaching the over-all station 
objective. 

The major items which require consideration in the 
programminzs and planning phase are the civilian and military 
manpower requirements, materiel needs, and capital facilities 
and equipment improvements. 

The first item, the civilian manpower requirement, 
is the most important from the dollar cost aspect. This 
requirement is determined by the local cormand on the basis 
of past experience and use of workload data. 

All common type materials which are classified as 
coumon to other major commands and listed under the Navy 
Stock Fund (NSA) are handled in a manner similar to the 
civilian manpower requirements. However, the technical 
aeronautical material (APA) needs are handled centrally by 
the Bureau of Aeronautics for the entire Naval and Marine 
Corps Aercnautical organizations. In contrast to the common 
type materials, the technical material is issued to the air 


station without any charge to its funds, and therefore 
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reguires no planning on the part of individual staticns. 

Complements of marines for station outy are estab- 
lished by the Commandant of the Marine Corps after considering 
the recommendations of the station commander, cognizant 
military commanders, Chief of the bureau of Aeronautics, and 
the Chief of Naval Gperations. Capital facilities and equip- 
ment are siso included in plans develoced by the stuticn 
commander after consultation with higher authorities in the 
chain of command. 

In order to establish the over-all plan and programs 
for the station, it is essential that the station commander 
rely on past experience and historical records as well as the 
gZuidance he receives from higher authority. 

When the station plans and programs have bsen defi- 
nNitely established they ere distributed to the operating 
activities where they become guides for more detailed planning 
by operating personnel. These guidelines are disseminated 
more than two years in advance of the budget as it is 
presented to Congress and are expanded and amplified into 
functional plans which are based around the general organi- 
zational structure of the air station. At this point, the 
station plan is converted into a financial plan with a 
dollar sign attacned--the station budget. 

Based on the stution plan, the annual budget estimates 


prepared by the air station are classified into five major 
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categories: 


Ll. Gperating rogram for the routine day-to-day 
business. 


2. Industrial shop equipment and plant iinprovements 
program. 


5. General station collateral eguipment trogram. 

4, Wajor repairs and minor construction prc jects. 

>. Wafor construction projects. 

There are other special miscellaneous programs, such 
as those for automotive egquipment,electronic equipment, 
Marine Corps peculiar projects, etc. However, the latter are 
usually minor in dollar amounts. 

Bud.eting for the annual routine day-to-day operation 
programs is accomplished by decentralization of authority and 
responsibility to departments or functional areas of operation 
and to Aircraft, Fleet Marine Force, units which operate from 
the station. Each department head prepares and submits his 
budget estimate for the period. Jlhese estimates are based 
on broad program planning factors, such as number of fleet 
units to be supported by the station, number of aircraft to 
be overhauled by the overhaul and repair departrent, and 
the amount of flight operaticns anticipated in station 
plans. These estimates are tempered by past cost records 
of comparable work load data and individual experience. 

Bach of these budgets is submitted for consolidation into 


@ proposed over-all station master budget covering the 
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day-to-day maintenance and operating program. When a designa- 
ted budget officer has completed the consolidation of the de- 
partmental estimates into tne proposed over-all station raster 
budget, which action is referred to as the budszet officer's 
"mark-up," the recommendations along with the individual 
department estimates are sent to a budget corvmittee. During 

a budget cormittee hearing the department heads are required 
to justify their budget estimates. When the comnittee reaches 
a final estimate for the over-all station operating budget 

it is sent to the commanding officer for review and a-proval. 
Upon a,proval by the commander, the budget is returned to 

the budget officer for preparation into the "smcoth" or final 
station master budget. The finished budget is broken down 
into quarterly requirements, and is submitted to the bureau 

of Aercnautics. The commander may be called to justify his 
budget estimates before the Chief of the Bureau of Aeronautics 
periodically. 

The air station tudget consists of a number of indi- 
vidual estimates submitted during eacn fiscal year. These 
estimates are usually prepared on standardized forms cr 
formats prescribed by the activity exercising management or 
financial control over the specific allotment area. These 
formats list the programs or projects according to priority. 
Bach project listed on the format will have a description 


sheet containing all the pertinent information necessary for 
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justification at hizsher levels. The air station budget, 
then, is not a comprehensive document covering all phases of 
the station's financial requirements for submission to higher 
authority on one specific date. 

The process of budgeting for the industrial shop 
equipment and plant improvements required is an example of 
this fragmented budget system.+ This estimate is submitted 
on a form referred to as the NAVAER 2520. It is divided into 
two major parts. Part I lists items of plant equipment, such 
as lathes, generators, etc., required for normal operations 
and Part Ii lists all such items required for specific plant 
expansion or improvement projects of a major nature. ltems 
in both Parts I and II are listed in the desired priority. 
The presentation includes the following information: 

"a, Initial and replacement requirements for general 
purpose plant account shop and test equipment, including 
acquisition and installation cost... . 

b. Repairs to general purpose shop and test equipment 
in excess of $5,000., including the cost for rework and 
reinstallation as well as NSA, APA, locally precured 
material and civilian and military labor incident there- 
THs . 

ec. Initial installation of equipment on hand, 


including equipment procured with Allotment C funds, 2 
BuAer furnished equipment and naval stock items. ..." 
Large items are listed individually when cost exceeds 


#200., whereas installations of lesser cost are grcuped 


lonief, Bureau of Aeronautics, Instruction 11010.4A, 
"Plant Equipment and Plant Improvement; Kudsetin, and Funding, 
Procedure for" (Washington, D. C.: Department of the Navy, 
January, 1956). 


“Ibid., p. 3. 
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together under the above headings, listing the individual 
items  nvolved with individual installation cost for each in 
the justification column. The Inst:uction further indicates 
that: ; 

"Tt is necessary that all budgeted shop and test 
equipment be identified by appropriate «aviation supply 
office or general stores supply office stock numbers 
where applicable, with complete nomenclature. The 
furnishing of the stocx numbers is important as tnis 
information is used in coordinating the procurement of 
these items with the appropriate supply o'ficer. It is 
also important that ail commercial items not carried by 
the Navy.supply syster be fully described and idene- 
tified." 

In justifying new items of shop equipment, it is 

necessary to identify existing equipment and justify the 
necessity for replacement, Justifying new items not carried 

in the Navy supply system requires a statement that tnere is 

no suitable substitute listed in Navy supply system catalogs. 
The new or initial items of shop equipment must be justified 

as tc intended use, type of work-load, percentage of utiliza- 
tion per workeload, percentage of utilization per work-week 
and: building and shop locaticn. Savings in man hours or 
increased preduction per man hour and other economies resulting 
from the procurement of equipment is also required, 

Part lI of the Budgetary Form 2520 covers plant ir- 


provement projects of a major nature involving rearrenzement, 


expansion and establishment of shop and test facilities 





lipid., p. 4. 
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costing in excess of $1,000. or less are appropriately 
charged to operating allotments and need not oe listed. 

AS in rart I, all projects must be identified voy a brief 
description of the work to be accomplished. it is required 
that justificatio: snould outline the need ana the resuits to 
be accomplished by the project. Such tnings as work load 
requirements, safety and economicel features, are factors to 
be presented in justification. 

In acdition to the request for nlant improvement on 
the budgetary 2520, « formal letter request for projects listed 
in the funding 2520 is also reaguired prior to obtaining funds. 
This procedure is essentially the sume and covers tne same 
area as the budgetalry estimate made on the NAVAEK 2520 one year 
previously. 

Another station budwet fragment is that ror station 
collateral equipment. st is developed by the individual 
department heads and is coordinated and consolidated by the 
budget officer into an over-all station plan to be subdzitted 
by the Conrmanding Cfficer to tne bureau of Aeronautics, via 
cognizant military operational commands for further 
coordination, review and comment. 

This budget estimate is prepared on BuAer heport 
Form 11000-3.2 # conetse justification is furnished to 
support the request for escn item. Tne use of justification 
statements such as "increased work load," "additional require- 


! 


ments, and to "meet expansion," are considered 





lchief, sureau of Aercnautics, instruction 11000.1, 
Chapter 1, "General Station Collateral Kquipment for Each 
Fiscal Yeur; heplacement of and additional nNeocuirements for" 
(Washington, Lb. C.: Department of the Navy, March, 1953). 
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insufficient te warrant Euder approval of the item and are 
aveided. This budget estimate, like most of the others, is 
submitted annuelly and mest be in Buder not later than May l. 


The general categories of equipment listed on this 


request for collcterul equipment are as follows: 
"]. Officé labor-saving equipment. 

2. Office fuenitwxve ead Tunmnishings. 

oO. weelic WErWs shos tools @d cequdement, inelucing 
construction equipment items not appearing on a Buder 
allowance list. 

4, Quarters furnishings. 

5. Galley and mess hall equipment. 

6. Warenouse equipment except riotorized truc:s, trac- 
tome, ¢tew" 


}-4 


Eeaer. item listed cn the budget request must be 


O 


identified by stock number anc complete nomenclature, such as 
the listings in the various sections of catalogs of naval 
material or those of federal supply systems. In case the 
item is not listed in any of these publicaticns, a complete 
description and refe:ence to a contractor's catalog is made 
for identification surposes. The funds requested mist be on 
the basis of a realistic unit price, since funds will be 
granted in accordance with the cost orice submitted. Addi- 
tional funds to cover the differential between the estimated 
cost and the actual cost must be absorbed by the reduction of 
quantities or the elimination of items, within funds granted. 
The dividing line between this fund and the "A" Allotment 
operating funds is not always clear. Additicnal cr replace- 
Ment items haying # unit cost of #500. or less are chargeable 


to the Allotment "A" funds, the only exception being those 
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instances when the additional equipment is required to 
initially outfit a new office or shop which has been estab- 
lished as a result of an expansion in the station's assigned 
mission and when the total cost of all the required items 

ig more than $500. Each report is screened by interested 
operational conmandcers with an eye to eliminating all non- 
essential items and assuring that items requested are adequate 
as well as necessary to support the activities! planned 
meéencn. 

The general purpose of this budget request is to fur-- 
nish the Bureau of Aercnautics with information, on an annual 
basis, regarding the fiscal year requirements for general 
station collateral equipment at activities under the manage- 
ment control of the bureau. This information is used to 
determine the appropriate apportionment to each activity 
of such funds as are made available to the bureau of Aero- 
nautics for financing station general collateral equipment 
required for replacement and expansion, during each fiscal 
year. 

Another separate budget area is that for major repair 
and minor constructicn projects.+ The Public Werks cfificer 


prepares this estimate as the responsibility for performing 





lonief, Bureau of Aeronautics, Instruction 11014.1A, 
"Annual Public Works Maintenance and Kepair hepeort" 
“Washington, D. C.: Department of the Navy, August, 1955). 
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such work is usually assigned to him. This estimate is 
submitted to the Bureau of Aeronautics via the a; propriate 
District and Naval Air Base Comrandeor. Copies of all Marine 
Corps Air Station Maintenance and Repair Requests sre sent 
to the Chief of Naval Cperations (OPF-52). 

The fublic Works Maintenance and Repair ?’reject 
Request, conmonly referred to as the M& R Report, provides 
the Chief of the Bureau of Aeronautics witno information con- 
cerning requirements for major repairs and major improvements 
within the Naval Asronautical snore establishnent. It is 
imperative that M & R Reports be complete, detuiied and 
accurate to insure proper scheduling and planning of major 
repair and improvement work. This information is used to 
formulate a realistic major repair and improvement program 
for the forthcoming fiscal year within the available funds 
under the Bureau of Aeronautics fiscal program, 

"Structural Repairs." Also, to formulate a tentative program 
for the next succeeding fiscal year to support the "Structural 
Repairs" budget estimate submitted for congressional approval. 

The WM & R budget estimate is composed of two parts. 
The first part contains a listing of all crojects in the 
order of importance which is submitted on a four-coluyn format. 
This format includes such informaticn as station priority 


number, station identification number, project title, and 


the estimated cost. The second part is a separate project 
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description sheet for each project listed on the format and 
assembled in the order of station priority. Fach project is 
a complete ana self-contained request, including location 
drawings, construction schematics, photographs, and cther 
graphic or written su porting data. A project requires only 
cne submission, as frojects not financed on initial sub- 


deration in succeeding 


Thy 
be 


mission will te carried over for cons 
fiscal years unless cancelled by the command cr station. 

These projects need only be included on the pricrity listing 
in subsequent reports and amended for chanres in scope or 
estimated cost. The M& R Report is submitted once each year, 
but may be amendec as new or unforeseen requirements cceur 
during the year. The integrated priority list must reach the 
Bureau of Aeronautics by April 15th of each year. A revised 
priority list which reflects all changes as of Cctober 15th 
must reach the Lureau by November 15th each year. When a 
project not included in the criginal estimate is submitted 
for aoproval, it must be assigned a vricrity namber to indi- 
cate its relative importance to all others on the current 
list with full justification as to precedence over projects 
previously submitted and the reason why the project was not 
included on the annual list. Detailed instruction concerning 
the metnod of submitting requests for approval of Public 

Works maintenance and repair projects to be financed by funds 


under the administrative control of the cureau of 
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Aeronautics may be found in BuAer Instruction 7820.12A of 
26 March 1956 and buAer instructicn 11014.1A of 25 August 
i955. 

The program for major military construction is another 
individual budget area. This program is referred to «us the 
shore station development plan. Instructions covering this 
plan are issued by the Chief of Naval Operaticns and provide 
the background for development of an orderly and continuing 
construction vrogram tc permit accomplishment of the station 
mission under both peace tine and war time couditicns.* 

The Public Works officer usually prepares the initial 
estimate on the major projects. These estimates are based 
on the planning developed by the staticn development board. 
Activities under a Commander, Marine Air Lases, submit their 
program to the air base commander's station development board 
for consclidation into Marine Corps Air Base Command program. 
These programs and those originated vy other Marine Corps 
aviation activities under the military ccntrol of the Comman- 
dant, Marine Corps, are submitted directly to Marine Corps 
Headquarters for review and transmittal to the Srpensor, the 
Bureau of Aeronautics, via the Chief of Naval Cperations 


Shere Station Development Board. Advance copies of these 








lonier, Naval Operaticns, OPNAV Instructions 1101.2A, 
"Shore Station Development Programs; Instruction Hegarding 
Preparation of Submission" (Washington, D. C.: Department of 
the Navy, October, 1954). 
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programs are sent directly to the Bureau of Aeronautics and 

to each Naval District or hiver Command within whose area 

the activity is located. Other Marine Air Stations which are 
under the military control of a Naval District or liver Command 
submit their programs to the Command Shore Station Development 
Board for consolidaticn into an over-all District or River 
Command program. Copies vof these programs are sent to the 
Commandant of the Marine Corps but are not included in the 
programs submitted by him. The individual porozrums from the 
Bir Base Commards, District and River Commands, are further 
submitted to their spcnsor, Kureau of Aercnautics, for further 
submission to the Chief of Naval Operations Shore Station 
Development Board. At this point the clans are consolidated 
into an over-all or Navy-wide Shore Station Development plan. 
As a matter of interest, the CNO SSDB is provided with asscci- 
ate members representing each of thirteen spcnsoring activities. 
The air station plan generally is reviewed by the Bureau of 
Yards and Docks as to engineering criteria and by the bureau 
of Aeronautics as to operational foatures. These projects 

are financed by a separate anpropriation, "Nilitary Construce- 
tion, Navy," which is administered by the Bureau of Yards 

and Docks, The estimate for funds on major military construc- 
tion does not include allowance for military pay and the cost 
of technical materials which are available within the naval 


aviation sujyply system. 
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In summary, euch Station Develcpment board prepares an 
annual program for development of its station. All projects 
in these programs are shown on the master plan for develop- 
ment of the station, in support of its peace time and war 
time mission as delineated by higher directives. Pending 
their final review and approval, the master tlan approved 
by the cognizant commands is the basis for development of each 
station. fFrojects comprising each program wre arranged in 
order cf pricrity, towether with the required supportin: data, 
and forwarded through the appropriate chain cf comiand to 
Chief of Naval Gperati ns, Shore Station Development board, 
for consolidation into the over-all Navy-wide wilitsry construc 
tion program. Itis notéd that this estimate or request is 
required to reach the Chief of Naval Operations, Shore 
Station Development, seventeen months prior to the beginning 
of the fiseal year for which the pregram is proposed.t 
If the time required to forward this report through the chain 
of command and time for preparation of the criginal document 
were added to the above requirement of lead time, it is 
highly conceivable that many of the original estimates are 
entirely useless and out of date. 

This planning and budgeting process constitutes the 
budget formulation stage of the budget cycle at the Marine 


Corps Air Station. Submission of dollar planning estimates 
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is complicated because of the number of them recuired. 
Various functions which constitute a station program musi 

be included in different budget documents, and this reguires 
a high degree of correlation of requests to prevent omissions 
or duplications. The budgetary precess is complex not only 


in Washington but also at air stations in California. 
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CHAPTER If 
ADMINISTRATIVE CONTROL OF FUNDS 


The Commanding Officer of a Marine Corps Air Station, 
by virtue of his office, is personally responsible for the 
proper and effective use of the funds allotted to him and 
is legally respunsible for adequately controlling the funds 
so allotted. This comrand responsibility requires that 
continued personal attention be -.iven to: 


a. Authorizing under each allotment and ,roject 
order only those obligations and expenditures properly 
allocable thereto in accordance with its provisions. 


b. Kestricting all charges to the lowest level 
compatible with economical and efficient accomplisn- 
ment of the werk or operations covered by the authori- 
zation concerned. 


c. Completing all work or operations and clearing 
all charges covered by the authcrization prior to the 
expiration thereof. 


gd. Ccntrolling issues and use of technical aero- 
nautical material from the Appropriation Purchases Account 
to the end that full, efficient and economical utiliza- 
tion of all government property is achieved. 


e. Preventing over-obligation and over-expenditure 
of the amount authorized. 


f. heporting promptly to the bureau of Aeronautics 
any excess or shortage of funds under an aviation allot- 
ment cr project order as scon as it becomes apparent 
that the amount authorized is not in balance with, the 
operations or work to be accompiished thereunder. 


lonier, Bureau of Aercnautics, Instruction 7000.2, 
"Command Responsibility for Administrative Control of Appro- 
priations" (Washington, D. C.: Department of the Navy, 
September, 1954). 
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The administrative control of funds, or budgetary 
control, is basically established through the allocation of 
the responsibility for allotment administration, or sub- 
divisions thereof, to individual officers and department 
heads. These administratcrs are held personally respcnsible 
to the commanding officer for the proper use of such funds, 

Aviation allotments for Marine Corps air stations 
are granted primarily by the bureau of Aeronautics to 
finance routine maintenance and cperating cost and, where 
specifically autnorized, special local procurement .- 

These allotments are identified for administrative purposes 
as: sSerles A ~ General Station Allotment, Series 5 - 
Aircraft Gperations Allotment, Series C - Aircraft Overhaul 
Allotment, Series D - Special Purposes Allotment, and Series 
IE - Research and Development Allotment, 

Basically, allotments from the Bureau of Aeronautics 
a.-propriations are limited to requirements of the fiscal 
year for which the allotment is granted, That is, only 
those expenses incurred during the current year may be 
legally chargea against the allotment. All Bureau allot- 
ments to the station activities, with the exception of tne 
series D Special fFurposes Allotment, are zranted in quarterly 
installments. Each allotment becomes available for obli- 
gation or expenditure on the first day of the quarter for 

lonief, Bureau of Aeronautics, Instructicn 7300.2, 
"Availability of bureau of Aeronautics Allotments for Ubli- 


gation and Expenditure Purposes" (Vashington, D. C.: Depart- 
ment of the Navy, June, 1953). 
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which granted, but the unobligated and unex.,ended balances 

at the end of a quarter carry forward from quarter to quarter 
within the fiscal year and are added to the amount of the | 
new quarterly allotment to determine the totals available 

for the subsequent quarter. Ali Bureau allotments to the 
stations, except the Series D Special Purpose Allctment, 
expire for cbligation purposes not later than the end of the 
fiscal year for which granted, but continue available until 
the assigned completion date for payment of obligations 
properly incurred and for routine cbligation adjustment. 

An allotment completion date is establisned for each 
aviation allotment and is intended to allow time for the 
delivery of material ordered or completion of. commercial 
services procured, the payment cf obligations properly 
incurred, and the final reporting of expenditures. Nec changes 
may be made to a bureau of Aeronautics allotment subsequent 
to its conpletion date without the approval of the Bureau, 
whether for liquidation of an obligation properly incurred 
under the allotment prior to completion date or for any 
other purpose. The completion date for the Series A, B, C 
and E Allotments is established automatically, and for the 
series D Special Purpose Allotment it is established indi- 
vidually. The Series A, B, C, and £& Allotments continue 
available for expenditure purposes until the last day of the 


second quarter of the fiscal year following the one for which 
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it was granted. tHowever, in tne case of the Series D Special 


Purpose Allotment, individially assigned completion dates 
for expenditure purposes are established witn respect to the 
specific project or projects for which the allotment was 
granted. 

This shows in a general way the limitations placed 
on the station cormander as to the time element in obligating 
and expending the funds allocated to him from the Eureau of 
Aeronautics. 

Now in order is a general discussion of the complex 
manner in which these funds ure sub~-allocated and generally 
for what materials and services they can be obligated and 
expended. 

The Series A General Stsetion Allotment is used for 
routine maintenance and operations of station under the 
management and financial control of the Sureau of Aeronautics. 
The major charge against the Series A Allotment is for 
salaries of per diem and per annum civilian employees engaged 
in routine maintenance and cperations of the station. There are 
three major categcries of civilian personnel at Marine Corps 
Air Stations whose salaries are chargeable to aviation appro- 
priations. These categories are the overhaul and repair 
(Series C), station operations and maintenance (Series A), and 


research and development personnel (Series fi). 
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Salaries, includin, leave and nolidays, of per annum 
employees enga_ed in routine station maintenance and opera- 
tions or when en,aged in work assoclated with naval aviation 
vro jects, orders, and Series D Allotments, are charged to 
the general station Series A Siteaeear. Fowever, in the 
case of the per diem employees, only that portion of the 
salary applicable for leave and holiday pay is charged to 
the general station Series A Allotment when they are exuployed 
on aviation projects orders financed by Series D Allotment. 

In general, the Series A Allotment funds are allocated 
to department heads on a quarterly basis. The amount cf the 
funds to be allocated to the various departments is determined 
substantially in the same marner as developed during the 
budget estimating process; that is, the staticn planning and 
budget board plays a dominant role in the final allocation 
of funds. For administrative purposes, the Series A Allot- 
ment is usually subdivided into three or four control areas, 
such as per annum labor, per diem labor, muterial, and areas 
of special interest such as militury and civilian travel.” 

The general scope of the Series & Aircraft Operations 
Allotment is limited to charges for material required due to 
actual flight of the aircraft, plus material directly identi- 


fiable with keeping the planes in a flyable condition. 





CO 


lonier, Bureau of Aercnautics, Instruction 7820.6, 
"Salaries of Per Diem and Per Annum Employees" (Washington, 
D.C.: Department of the Navy, June, 1954). 


“chief, sureau cf Aeronautics, Instruction 7820.4A, 
"Administration of Military and Civilian Travel" (#ashington, 
D.C.: Department of the Navy, October, 1954). 
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These allotments are issued by the bureau of Aeronautics to 
the Commanding Officers of each station and squadron to finance 
appropriate charges incurred directly by Marine Corps | 
Aircraft. The Series B Allotment covers privarily issues of 
aviation fuel, aviation lubricants and non-tecrmnical supplies 
from the Navy Stock Account (NSA) out also may finance charges 
for locally authorized and initiated purchases of items from 
commercial sources and non-aviation materials and supplies 
issued fror the appropriation purchases account (APA) on a 
reimbursable basis. A detailed description of the charges 
financed by the Series & Allotments is contained in Iinclosure l 
to Bureau of Aercnauties Instructicn 7503.5 of 3 July ieee 
The Aircraft Overhaul Allotment, Series C, accumulates 
the charges for civilian labor, locally purchased supplies, 
and Navy stock account material issues required in the over- 
haul of aircraft, engines, and aeronautical equipment, or 
for other related worx perfcrmed in major overhaul and 
repair facilities. The Series C Allotment is essentially the 
same type of allotment as the Series A. The major charges 
against this fund are the salaries of the per annum and per 
diem civilian employees of the overhaul and repair facility. 
As in the case cf the Series A Allotwent, the per diem and 


per annum employees! salaries are charged to the Series C 


lonief, Bureau of Aeronautics, Instruction 735035.3, 
"Administration of Aviation Allotments for the Operation of 
Navy and Marine Corps Aircraft" (Washington, D. C.: Depart- 
ment of the Navy, July, 1953). 


Allotment except when per diem employees are assigned to a 
project financed ‘Sv a Series D Allotment. In this instance, 
the per diem employee salaries are charged to the Series D 
Allotment except for leave and holiday pay, which is charged 
to the Series C Allotment. The importance of this allctment 
for purposes of this paper is minor, since the Marine Corps 
has cnly one overharl and repair faciiity. 

The other aviation programs, which include industrial 
shop equipment, general station collateral equipment, and 
major repairs and minor construction projects, are each 
financed under multiple allotments or project orders, normally 
referred to as the Special Purpose Series D Allotment. 

A separate allotment may be received for euch job or project 
to be performed under these three programs. However, as a 
general rule, each budget proyram or project receives one 
allotment to finance several jobs. 

Limitations on the use of funds allotted for purchase 
of industrial shop equipment are delineated by the Bureau of 
Aeronauties.? The initial and replacement requirements for 
general purpeses plant account shop and test equipment, iIinclud- 
ing acquisition and installation cost, are chargeable to the 
Series D Allotment. Hcwever, the procurement of non-plant 
account shop and test equipment and single purpose equipment 
is charged to the Series C Allotment. To stress the complexity 
of this allotment system, it should be noted that the installa- 


tion charges for non-plant account equipment if in excess 





lonief, Bureau of Aercnautics, Instruction 11010.4A, 
Op. cis, , Hnelosuré 1, p. 2. 
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af ~e00. is chargeable to a special Series D Allotment. 
Repairs to general purpose shop and test equipment in excess 
of $5,000., which includes the cost for rework and OlnsGH13 a- 
tion as well as NSA, APA, locally procured materials and 
civilian and military laber, are also chargeable to the 
Special Series D Allotment. As in the case cf initial and 
replacement of plant account equipment under certain conditions 
all or part of this expense would be chargeable tc either the 
overhaul Series C Allotment or the staticn operations and 
maintenance Allotment ae 

General station collateral equipment is also financed 
by a special purpose Series D Allotment. These funds may be 
obligated only for items listed on the budseting and funding 
collateral equipment requirement reports which were submitted 
as estimates one and two years previously. In event that an 
urgent requirement arises during this period which has not 
been budzeted and funded for, a special request may be sub- 
mitted to the Bureau of Aeronautics for funds to accomplish the 
requirement. However, in this case some other funded item 
or portions of several items must be dropped from the 
schedule. The categories of equipment and services for which 
this allotment may be charged were generally enumerated in 


Chapter II on budgeting. However, the same problem of 


 Obier, Bureau of Aeronautics, Instruction 11010.4A, 
ep. cib., qineloswere@, p. 2. 
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determining the prcper charges which should be made to the 
allotment sre ever present. There is not only a limitation 
on the cost of an item, but also a restriction as to class 

of material which may be charged to this appropriation. 

The latter restriction arises primarily from the existence 

of different methods in funding for the various types of 
material such as the NSA and APA material. Since this aliot- 
ment is used to finance the requirements of the sunported 

Air Fleét Marine YForee units based on the station, additional 
care is required to keep from cbhligating the funds for equip- 
ment or services not properly chargeable to the allotment. 
The Series A Allotment is not made to the operating units 
except in special instances;+ therefore, the operating units 
have a tendency to make erroneous charges to this fund. 

THe third @P6a Which is funded by a Bureau of HNerc- 
nautics Special Purpose Series D Allotment is the major 
repair and minor coastructicn projects.* This allotment, 
like all the others, is err controlled by the Bureau of 
Aeronautics through the issuance of instructions delineating 
the purpcse for which the funds may be obligated and exvended.® 

lonief, bureeu of A€ronautics, Inmstructicn 7llu.l1, 
"Special Allotment Table for Fleet Marine Aviation Units; 
Cancellation of" (Washington, D. C.: Department of the Navy, 
June, 1955). 


“chief, Bureau of Aeronautics, Instruction 7300.2, 
“oe. Clb., BD. 2. 


Schief, Bureau of Aeronautics, Instruction 7820.12A, 
"Method of Financing Public Works Maintenance, kepair and 
Improvement Projects under Funds Granted to Aviation Stutions 
by the Bureau of Aeronautics" (Washington, Db. C.: Department 
cf the Navy, 26 March 1956). 
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The projects included in this program are major repairs costing 
in excess of $5,000., excluding APA and salvage materials 
valued at current market prices and military labor based on 
wage scales of comparable civilian trades and skills; also, 
major improvements projects, costing in excess of $2,000. but 
less than $25,000., including APA and salvage materials at 
current market prices and military labor based on wage scales 
of comparable civilian trades and skills. There are slso 
restricticns placed on this type allotment by higher authority, 
one of which is the method of accomplishment cof the requested 
project. 

The major military construction projects, normally 
referred to as shore station development projects, are 
financed by a separate appropriation (Military Construction, 
Navy), and are usually administered by the District Public 
Works officer under contracts let with commercial firms, 

The Bureau of Yards and Docks maintains cognizance over all 
such projects. 

To summarize, the cormanding officer by virtue of 
his office is responsible for the proper and effective use 
Siwene funese provided. Hach allotment or project ordér 
issued by the Chief of the bureau of Aeronautics represents 
a delegation of his authority to the officer in command to 


obligate funds within the limits defined in the aut>orization. 
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it is the specific responsibility of the commanding oj ficer 


tc so administer funds eilottec that only obliputicns and 


05 


expenditures incurred during the specified time limit are 
charged to the allotment or project orucrr and that the total 
amounts are not exceeded. The commanding officer may delegate 
the administration of the allotte: funds or project orders to 
subordinates within his command. However, this in no way 
relieves him of his responsibility to the Chief of the 

Bureau of Aeronautics. 

Allotments are granted to a Marine Corps air station 
generally speaking to finance five busic progrars: general 
station maintenance and operations, aircraft flight opera- 
tions, aircraft overhaul, research and development, industrial 
shop equipment, general stution collateral equipment, and major 
Pe~eirs and minor cdngtruction. Major construction projects 


are financed through a separate appropriation, Military Construc 


cr 


ion Navy, and usually handled by the district pnblic worKxs 
Oifieceer. 

\Military pay and allowances for Marine personnel ure 
not subject to budgetary control or funding at station level, 
as such expenditures are controlled centrally by Headquarters, 
Marine Corps. The station is authorized to make cnarzes 


to an open allotment administered by Headquarters, Niarine 


Corps. 
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It is apparent that even though the commandin: o: ficer 
is charged with responsibility of proper and effective use 
Or weac Tunds provided, he hme very little flexibility in 
the employment of such funds. setween the sometines 
incomprehensible maze of instruction from higher authority 
delineating how the funds should be employed and the two- 
year lead time required from the original budset request 
until the receipt of funds, it is surprising that the stations 
are able to manage as well as they do. 

It appears that the administrative control of funds 
on a Marine air station is a complex audit and bcokkeenping 
process and will remain sc until the station commander is 
allowed to submit an over-all station program and in return 
receive a single allotment to support his program at the 
desired level required by higher authority. 

The following chapter will discuss, in general terms, 


the accounting precedures. 
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CHAPT RH Iil 
ACCCUNTING 


inevhe preceding chapter, tme administrative centrol 
of funds allottea to a Marine Corps Air Station was discussed. 
Basically, the commanding officer of the station must depend 
heavily on the fiscel accounting system tc administer these 
funds effectively. Tnrough the use of the accounting system 
he is able to obtain a timely and precise review of the 
status of funds commited (reserved), cbligated, and exrended 
(cash disbursement). 

The Navy accounting system, generally sveaking, is 
on an expenditure or cash disbursement basis. The cash 
disbursements or expenditure charges at the station level 


@re distributed to varicusly classified expenditure accounts. 


ine classificaticn of expenditures in the Navy Department 


eonsists essentially of classification by Congressicnal 
appropriation, by Bureau of the Eudget object class, anda by 
tne Navy expenditure account. In addition to these primary 
classifications each bureau and station has secondary 
classifications, each otf which is for some svecific purpose 
of major importance to the crganization in the administration 


of the funds appropriated for its use. 
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The allotment for station operations and maintenance, 
as indicated in the previous chapte:, is referred to as the 
series A Allotment. due to the wide varieties of staticn 
activities and fancticons, this ullotment finances the 
expenditure for various types of material and services. 

The expenditures or charges against this fund are normally 
made to the Navy ixpenditure Accounts in the 40,000 Series. 
Through the manipulation of the last four digits within 

Poise Ss@ri16és, Wie Various expenditure areas can be idéntified. 
The actual job order, which is the written authority to 
accomplish certain work, specifies the sxpenditure account 
to be charged at the station level. Expenditures under 
these accounts or job orders ure closed each moritn to the 
proper allotment and thus may be classified by a.proprie- 
tion. The informaticun required by the sureau of the bucget 
on object class is accumniated at station lsvel by reclassi- 
fying into the respective object classes the same documents 
used for expenditure account purposes. Summary reports are 
then subnitted. 

Another mechanism for controlling expenditures at 
station level is the project order which is normally issued 
te support the programs for plant equipment and ;lant imvorovee- 


ment requirement, general stution collateral equipment 





i: 

lonief, bureau of Supplies and Accounts, Bureau of 
supplies and Accounts Manval (Washington, D. C.s Department 
of the Navy, 1955), Article 501-2(a). 
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requirements, and tne annual public works repair and maintenance 
recwiirement. These project orders are handled in the same 
general fushion as the Series A Allotment. Expenditures 
assigned to a job order are closed to the proper project 
order, and in turn tec the a vropriation at the end of each 
month and reported to the vCureau of Aeronautics using the 
same forms used to report allotment expenditures. Expendi- 
tures under the project order are also classified by object, 
purpose ocr expenditure aceccunt, labor and material or 
services and reported to the bureau monthly. kxpenditures 
for the civilian payroll are made by the disbursing cfficer 
of the activity who is an associate to the Navy Nezicnal 
Accounts Office of the district in which tne activity is 
jocated. The collection of this information is accomplished 
very much in the same manner as employed in ccmmercial 
industry. Labor time is distributed tc each job order by 
time clerks or supervisors and reported to the accounting 
department on job sheets or time sneets. These labor time 
reports and applicable labor rutes are used to compute the 
cost by job order for the time period covered by the time 
réports. Material costs are obtained oy summarizing the 
material reéguisitions submitted for each job order to the 
storehouse upon which issues were wade. The material and 
labor costs are posted to the job order ledger account and 


thus summarized by allotment or project order, appropriation 
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and expenditure account, 

In the event that overhead costs are to be distr: buted 
to the job order, standard commerciul practices are seamed 
to collect the overhead costs by department or overhead 
cost centers and applied to the job order as factory overhead. 

The actual exp-nditure or disbursement of funds for 
material is accomplished by the Navy Rezional Accounts 
Office according to prepared public vouchers which alse 
Gelineate the proper object class, appropriation and expendi- 
ture account. The actual expenditure on the books of the 
Reursmuy tseaccomplished after a copy of the paid public 
voucher is transmitted by the hegicnal Accounts Office and 
appropriately matched against the obligaticn. 

In the accounting process as pictured above, the cbli- 
gation, expenditure, and ccnsumption of the material is 
Simultaneous with the excepticn of lump sum and leave pay- 
ments for labor and the comercial purcnase cf technical 
materials réquiring long lead time for procurement. 

However, this is not always the case. Sometimes 
materiel is purchased and recorded as an expenditure (and a 
cost) in one year but such materiel is not actually consumed 
until later. The expenditure records in such cases reflect 
costs of materiels as being applicable only to that current 


year while in fact the costs are actually being incurred 
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auring several ye rs following. An example of this situation 
would be the purchase of certain types of technical materials 
which ure claced in the technical uppropriation purchases 
account inventory during one ayprcepriation period and not 
used untYl some time later. when this meterial was ordered 
and a contract signed, it became an obligation; on receipt 

of material an expenditure was made. However, the material 
may not be consumed for several years. Thus expenditure and 
consumption do not coincide. This is only a matter of degree 
because, in most instances at stution level, the incurrence 
of the obligation and disbursement of funds is sisultaneous 
with the receipt and consumption or use of materials and 
services. The use of the Navy Stock une, which finances 
procurement of all common items of material, olays u large 
part in making this possible. The Navy Stock und provides 
larse quantities of material inventcries ready for issue; and 
when the muterials are ordered from the stock f-ind the obli- 


Petvion, expenditure, and conspmption are, for all practical 


purposes, Simultaneous. As indicated before, cbligation and 


Pi: 
expenditure for labor are also simultaneous with use except 
for lump sum leave payments. 

As mentioned above, the wajor exception of applying 


the actwal expenditure or eest to the aprercpriation during 


th 


t* 


the period in which it was incurred is in connection w 


oO) 
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the loca] purchases of technical materials and the technical 


: ‘ ie? @ ee ® 3 
+e i 
¢ 4 - _- > o—=— os a 
; 
t] 
# 
. 
‘= —- - 
‘ = 
To. 
2 o — FF. 
° ’ ‘ee « 7 
"4s ‘ ; 
' : 
4 ‘ ro) 
i 
‘ - 


' ' " 
—_ ' 6 ' 
i= . ib ' 
° ,as '_. = —_ 
EE 
1. ' 
' 
‘3 ' — 
® ‘ ' 
, | 
1 » e TT - ‘ a 
so! > » @F —iam ens 





ea jie 


materials obtained from the appropriation yurchase account 
(AFA) stores. Since all purchases made locally are not 
immediately consumed, the applied costs do not coincide with 
the obligations and disbursements against allotments. Some 
local purchases require relatively long procurement lead 
time between the placement of orders or signing of contracts 
Gnd the delivery cof the iteri. This lag between orders and 
delivery causes a similar lug in disbursements after obliga- 
ticns sare incurred, as well as a lag in disbursements after 
the item has been received. 

The technicul (APA) material procurement hes similar 
delays. Technical (APA) material is crceured centrally by 
the Bureau of Aeronautics and is stocked by Navy supyily 
Mmecvivitiés. However, the material inventory is c@rried in 
the Navy Avpropriation Fyrenases Accovnt and is accounted 
for separately from the NiA materiais. Upen issue from any 
of these stores aecounts (AFA) for use directly in the support 
and upkeer of aircraft, a statistical cost charge enly is 
made against the usins activities! (EuAer) arpresriaticn. 

No formal appropriaticn charge is rade and no station allot- 
ment is involved. In this case, the consumpticn and use 

are not simultaneous, as there is no charge against the 
PSing activity, and further, the part cr item may have been 
purchaséd ovt of fumds from a preceding year's eppro'riation 


for APA material. 
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| Ws explained earlier, a local chart of accounts is 
established to meet the various operatinz needs of the station 
as well as to meet the reportin, requirements delineated 
by higher authority. These accounts are generally estab- 
lished along organizaticnal lines and are normally referred 
to as job orders. They are further sub-classified by 

expense classification cr other areas of special interest. 


Ail job order systems used by the station sre necessarily 


integrated into the over-all Navy accounting system. These 


where expenditures are recorded by congressional appropria- 
tion, by object class (bubud) and by expenditure account 
(BuAer). 

The responsibility of ccllectiwn, recerding and ryport- 


jmm the data for the various accounts and sub-accounts is 


ts 
delégated to the fiscal officer. Under the past organiza- 
tional arrangement the sup.ly ane fiscal function were 
included in one department. However, as of June, 1954, 
those stations supporting an aircraft overhaul facility were 
directed to separxzte the accounting and supply fun. tion.+ 


While the fiscal department will be responsible for station 


Seprcpriaticn, cost, stores, end Flant accounting, the supply 





Sey, a eee et 


systems represent basic collecticn points cf uccountin, data 
a . , | | 
Chief, bureau ol Aeronautics, Instruction 5451.114, 
"Establishment of Comptroller Crganization and Tuncticns at 
Naval Aeronautical Shore Activities" (sashingtcn, D. C.: 


| 
| Department of the Navy, April, 1°54). 
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department will continue to be responsible for stock records, 

Gomrrolling of allctment@® for wrocuretent of inventories, 

Navy stock fund allotments, and for preparation of dollar 

supply management report and class cognizance reports. 
Allotment accounts, which are also identified by 

the job order account structure, are usmelly established 

along the organizaticnal lines of responsibility. The detailed 

ation of coumitments 

(reservations), cbligations, expenditures, und avuilable 


i 


balances. The exvenditures are further subdivided into 
Pavilian Waiwer, coumon (NSA) matertals, local purchases, and 
overhead. The expenditure and cost acccunts are considered 
Suvetdiany to the allotment account. Clviliwn payrell 
Becounting is intepratec with the employee acccunts and 
@ervy.ce records. the wistrivution cf labor cost is performed 
mao 2: inuesraved functior of payroll preparaticn. 

Acccunting for capital equipment and inm,1cvenents is 


da 
in accordance with established procedures for Navy-wide use. 


Mereeenae Vidal Plamt Account czxurd is maintained for e@ch item 


5) 
+ 


@ Capit equipment. The card contains a description and 
v 


mae ACHUISItion cost, the totals of which dare poste 


¢) 
Ua 


capital assets account. 
In general, the internal contrcls over financial 


Urpansactions are adequate since organizational responsibilities 


—_ 
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are properly divided se that agrropriate cheexs and balances 
are automatically vrednced. Une of the Internal controls 
used aS a check and balance is tre Givilian 1] ber d:stri- 


‘* 
NS 


cr 


bution cost, which must agree witn tne gross cost of 


f 


civil payroll. The Analysis of tho Labor toll Summary (5S 4 A 
Form 885) must also agree with the Lubor Koll Jwmary (58 &@ A 
Form 184). Another exasple of internal cintrols is the 

eost of comion materials by Uxpenditura Aeccunt (5 & A Fern 
870), which must agree with the Suanary of Materials issued 
by Appropriation Charges (3 € A Ferm 70) wrich becomes the 
accounting dccument used for rerordims off cial approrzria- 


a 


J 2 , — 
tions in the Navy general ledger. Inventcries ore classified 


=a 
Tay 
pt 


NSA) and Cognizance Gyntols. Issues 


ed 
G 3 


by Account (AP. 
reported on balance sheets must agrte wit. the ex endltures 
noted above while the total cof all ccexunizanca sywbuis must 
equal the total inventory on hend. v-heeks are made .eriod- 
ic@liy to insure agreement cf stoch ecard recurds with poysical 
@eunt. Stoek cerd recetvrds we elso checked with deliar control 
accounts. 

The avove indicates that the Navy accovnting system 
ie developed ulong organizaticnal lines, and the threes ouasic 


metnods of identification are by Congressicnal apprepriaticns, 
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Los Tiee of the Gompbz ollem, Fevy Vompere lier Wanual 
Volume II] (Washingten, D. C.: Oepartment of the Navy, 1952), 
paragraph 033917-5(h). 


ia! , paragraph OG4912-2(c). 
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Navy expenditure account, and the sureau of the budget cbhject 

class. The accounting system at the station level is prizvarily 

on a cash disbursement or exvenditure basis. Since the eal 

of the transacticns are for wases and materials drewn from 

the Navy stock fund, the oblizgatiin, expenditure and consumpe 

tion take slace simuilteneoisiy. However, there are occasions 

when the obligation, expenditure and cons'mption time 

periods dc not coincide with the samoropriations time period. 

Tese two exceptions occur in the local purchase of technical 
materials, which require long lead time, anc wren technical 


Mmaverial is withdrawn from the Aporcpriations Furchase Account 


& 


-_ 


which is financea from appropriated funds centrally controlled 
by the "urean of Aeronautics. There is no charge to the 
station allotments for this material. 

The chart of accounts at station level is usually 
established through the staticn job order system which controls 
the expenditures of labor, materials, and overhead to specific 
expenditure accounts. 

The allotment records provide for sezregution of 
commitments, oblisati ns, exvenditures, and the available 
balances. The exrenditures are fuither subdivided into 
Civilian labor cost, cozvon (NSA) materials cost, local 
purchsses and overhead, and the expenditure and cost accounts 


aré subsidiary to the allotment accounts. The system of 
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distributing costs is similar tc that of many industrial 


organizations. 


Contrclling a@ceeinks ure maintuined for such things 


capital equipment and inventories. 


aS 


Internal controls are adequate cver financial trans- 
Coy ude ne 


bts 
pos 


actions and fodlow the general practices of 


Organizational wespcnsibilities so that aprprovriate checks 


amd balances are automaticaily produced. 














CHAT IMS LV 
NEPORTING AND AUDITING 


Air Station financial management, as it pertains to 
budgeting, administrative control of funds, and accounting, 
has been reviewed. This chapter will be devoted to a 
weneralized examinaticn cf some of the various reports ;*nich 
ere generated by the management cycle. wenerally speaking, 
the station financial manegercent reports can be classified 
amto four gpeneral cetegcries: budgyt reports, fiscal reports, 
unit cost reports, and work measurement reports. 

In budgeting for the station operating programs 
(Allotment Series A, 3, ©, anda E) the Sureau of Aeronautics 
form NAVAER 3036A, "Summary of Allotment Requirements," is 
used. inis form summerizes eacn of the Series A, 5, C, and 
E Allotments for the current period and estimates requirements 
for the budget period. ine current period suzmary is further 
suodivided intc actual and estimated amounts for civilian 
labor and for materials and services. The estimated require- 
ments for the forthcumMing budget period slso delineate the labo 
and materials and services needs by quarters. With this summar 
1zZe6d budget report, several supporting documents, such as the 
Supporting caata for Series s&s Aircraft Coeratiouns Allotment 


(NAVATR 2952), are included. 
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The supporting date for the Series b Aireraft 
Uperations Allotment report classifies the current and budget 
period cost by aircraft model, average nimbor cof operating 
Peperary, wutilizatiin, {light hom accomslishment, average 
Coat per flight hour, and total cost. It shovld oe neted 
Doet virtually the sa@@®e information is alsc recuired on the 
Aircraft Operating Cost heport submitted tc the Bureau of 
Aercenautics monthly. 

Within the area of budget request «cr estimates are 
wwo other reports previously mentioned in the chapter on 
budgeting. These sre the budgeting and funding (NAVAFR 2520) 
for plant equipment and improvements, and the Fublic “orks 
Maintenance and Repair Feport (ZuAer Feport 11014-1). 

Both repoits contain sinilar informaticn, as was expleined 
an budgeting procedure. 

YWneter tie category of fiscal reperts, there are 
Status of Allotments (NAVEXOS Form 3443), Aviation Allotment 
Statement, and Status of rroject Orders (DD Form 412). 

The Status of Allotments (Form 45443) is a Navy-wide 
required report.* It is a monthiy summary of funds available 


~ 


ang obligsuticns incurred under an allotment. it is used to 





loncef, Bureau OF 2Cra-71.cs, Instruction 7310.4, 
VAccumulation and Weporting of Aircraft Operating Cost" 
(Washington, D.C.: Department of the Navy, May, 1955). 
Manual, 


Sorta ce of the Comptrcller, Navy »broll@is 


Op. Cu. , Pp. oo 28. 
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show progress of the tlan in terms of dollars. There is 
nothing in the report te indicate how far the actual plan has 
been carried cut. To explain further, there is no measure 
of actual work accomplished to money expended. However, the 
report does indicate the rete at which the funds ere being 


Metaenced to carry out the olens in relaticn to tne funds 


ade available for those jlans. Deviations from the pianned 


a 


“ 


ts 


ate of oblicaticn in terms of dollars are anulyzea and 

become the basis for ccrrective acticn by the co aanding 
Cri.cer. ‘This report is weed by the cureau of A@ronantics 
Mean official source dccument for sumariagine all station 
@ilctment cbligationsa and nrosting to tne bureau official 
ciation ACCOUNT . 

The Aviaticn Allotment St.tement or report is prepared 


me conjunction With the Aircraft Orernating Cost Feport 


. a 
pation. 


pte 


(Maver Form 2676) and the Status of Allotments Gbl 


lt presents monthly summery data on expenditures, oblivzations 


See 
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Si0n Allictwent. It can 


* 


ea finds @vaillable under san avis 
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Le considered a subsidiary rep.rt te the Status of Allotments 
(WavAer 34435) in that the gross obligation is broken down to 
show the amount of exvsenditures and the amcunt of outstanding 


cblizgations. The aviation allotment statement makes further 
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lonief, bureau of asronaut 
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subdivision of expenditures between labor, NSA materials, and 
local purchases. Thia detailed ‘information is mot made 
available on the Status of Allotments Report (NAVEXOS Form 

5443). These data are used by birean program managers as 


well as the BuAer Controller to review rates of fond utili- 


zaticn and the relaticnship hetween manvrower, the use of 


Navy suvply system materials, ant the volume of local 
purchases. it also indicates the rapidity at which a station 
liq@aidates its obligwstions or pays its bills. 


The Status of Yroject Urder Feport (DD Form 412) is 
Meee lear im n@ture to the Stitus of Allottents and the 
allotment statemant previously described. It is a Navy-wide 
reoort which presents monthly surmary data cn expenditures 
Pea obliteation of funds under seach project order. Ancther 
méport which is used to accomrlish the same purpose is the 
meabws of Public Werks Construction Projeets (NAVDCCHS 1715 
rev. 2-55). The Bureau of Aercnaitics receives wonthly a 
copy of tris report which is actually used as a current 
stetus report to eheck on tne annual Yublic Wark Maintenance 
and Repair heport (Buder Report 11014-1), wenttoned in the 
@iscussion on budgeting. 

The next arés to be covered in reporting LS ene 6 Oo) 


unit cost. Unit cost reports in general sare the Station 


Maintenance and Cperating Cost Report, Supply function Cost 
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Analysis, Aircraft Operating Cost Report, and industrial 
Cost Feport. 

The Station Maintenance and Overatins Vost heport 
(BAVAERK 25435) is prepared in conjuncticn with the Summary of 
Allotment Requirements (NAVAER S036A) vhich was discussed 
wager Budget Heports. This report ia presently required but 
once a yeur. It consists of a summary of cost dsta under 
the Series 1 Allotment for the various cepartments and func- 
tions of the station and shows unit costs where applicable, 
such as maintenance cost pei square foot of biilding space 
and pavec areas, unit maintenance cost cf autonstive vehicles, 
Bost per ton of wapplies handleéji, cic. 

The next revort under the heading of unit cest is 
the Supply and Fiscal Functicn. This report is now being 
prepared and submitted on a trial basis by selected Naval 


air statiens and is aligned with the Fureau of Aeronautics 


1 " 
work measurement program. At the present time, “W.rine 


Coltvs a:r stetiens are not 1tequired to submit it. The 


reporting procedure as required b; this vrovrram is the initial 


Beem ina plan to develor a covrplete integration of fiscal 


4 — 


Geta With Work me@hsurement data and is ccnsistent With the 


i SO Re LO a tee ee 


lonief, Pameeun of fercmautics, Inestructicen 7510.5, 
"Accumulation and heporting of Station lunctional Performance 
Cost for Werk Measurement, Supply and Physical Tuncticns" 


(Washington, D. 0.: Department of the Navy, June, 1955). 
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over-all trend being develoved within the Navy verartment and 
other ecmponents of the Depurtnent cf Defense. The following 
quotation from the bureau of sudget Circusar No. A-11 for 
fiscal year 1955 states: 

It is important to use work measurement or unit cost 
in justifying of estimates wherever possible. Although 
the use of statistics must be tempered by judgement, 
there is no more readily defended method of justifying 
the requirements for an eccetted progrem of werk than 


by the judicious use of werk measurement or unit ccst 
Sbetmtice. ... 


Tt is anticipated that the cther staticn werk measure- 
meaty functional areas will be breweht unde: pericdic coset 
reporting procedures in the nesr future. 

Another cost report is the Aircraft Cper. ting Ccst 
Report (Series B Allotment). This is a tvoepart report 
SWbmitted on NAVAEK Form 2676, the first pert being a summary 
Btuvement of cost _neurrec, ontstanding orders, and funds 
available. The second part is an analysis cf the cost 
meeuire@d, by Mircraft model. with related stutistical data 


applicable to the flight operations program. This report 


provides for the reporting of material cost cn an "us used" 


fs 
ww 


or applied cost basis and 


th 
eb) 


reviewed from this standpoint 
and ajprcvriate steps taken to reconcile cost reports with 
the expenditure or approrriation accounting reports mentioned 
earlier. These data sre used by field comvanders and bureau 


program managers, as "ell as Bureau of Aeronaitics comptrcoilers, 
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in the rcnth-to-month managerent anc review of the flight 
operating program. + Unitefidgeat hovr costs and @ross cost 
incurred for the prorram sre compered with the bud-et cheats 
and deviations analyzed as a basis for corrective action. 
These reports are also used as bach-up material for budgets 
to be submitted to Congress. 

The Industrial Cost Report is of major importance 
to air stations supporting an overhaul and repair facility. 
This report presents cost and related statistical data 
applicable to the aircraft overhaul program, sich as military 
and civilian man-hours, associated labor cost in dollars, 
MOA, APA, and locally procured materials cost by work program. 
These data are used by the bureau program managers in produc- 
tion or work-load sched:ling, fund administration, and 
budgeting control of the aircraft overhaul program at bureau 
level. 

The final area of financial reporting by the marine 
Corps air station is the Work Measurement and Manoover 
Report. This report is mentioned here and at cther times 
in this study tc brin. into the picture the fact that 


manpower repcrts play a large part in budget analyses and 





lonief, bureau of Aercnautics, Instruction 7510.4, 
fe. Cit., p. 2. 
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reviews and are used as bacxv-up data for budget justification 
as well as for control of manpower cistribution. Some of 

the special Work Measurement and Manpower Reports submitted 

to meet the needs of the DPureau of Aeronautics are: the 
Quarterly Work Measurement Report (prepared in three parts); 
Monthly summary Report on Wiiitary and Civilian Pezsonnel; 
Monthly Keport of doard on Civilian Lmployrent by Appropriation 
and BuAer Budget Activity; and the quarterly Vork Messurenent 
Summary Repoit., 


toe meré detailed reports supporting the summary 
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S2ons, security, fideal, supply, public works, and cvernaul 
and repair. hile the reports are useful at bureau level 
in evaluating, and controlling cver-all performance as well 
#5 an programming budgetary requirements, the greatest 
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MebLential tor use exisvs at the staticn level in day-to-day 


manacenent., 

Tce sginwnarize the stavicn 
it is é¢6vident that there is a need for a summary fTinencial 
pmeort cevering®s overj=ali staticn cperaticrs. 


Should béwan integrated swimary of all the elerents currently 


be, 


being reported in the many individual fiscal reports, unit 


Hy 


COst reports, assets reports and manpower reports. At the 


present time, tnere is a study under way which has as its 
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objective the develonoment of e set of financial reports 
somewhat similar to a commercial balance sheet and & summary 
operating statement which will present 4 picture of over-all 
station performance, 

The last general area to bce covered by this study 
of the financial management cycle is internal auditing. 
At the present time there is nc formal organization established 
on a Marine Corps Air Staticn to perform the functicn of an 
internal auditing staff. However, numerous audits and 
inspections are made by outside organizations to insure 
compliance with standard policies and procedo-res and to 
point out procedural improvements, Audits are made by the 
Navy Comptroller internal anditors, the Navy inspectcr 
General, the Marine Corps inspector General, the Naval 
District Supply Office, HKureau of Aeronautics Manugement 
Personnel, the General Accounting Office, plus other audits 
in specialized fields such as the Marine Corps examinaticn 
of air station exchanges. 

The reports made by these auditors or inspectors 
are submitted to the sureau of Aeronautics and/or the 
Commandant of the Marine Corps for review, comment, and 
approval of appropriate recommendations. The audits, generally 
speaking, have consideradle overlap and duplication. However, 


there is kasically a separation of the audit function into 


ieee a” 3 — «@ * + 4 beh ay ee - 


@ 
— _ « — = — = = 
4 -_ @ i 
.f 
e a - -_——@e 
; ' ; > — = 
# @ ; aS | 
@é 
‘ =_ ] » * ' 
‘ 
+. - — — § Bei. 
. ‘ a! y = 
' =e ¢ 
—— '- - 
- ; S| ee  ——s 
J ' ® ' : 
= 
* =e =_ 
'% ) 
‘ _ = j 
ae _ = = see — a 
. ' o> © ’ 
‘= 
i . = . 
; - 
i] ° ‘ » & 
i ¢ ‘ 
’ ae fF e — >: 





two areas. For example, the -nspector vzeneral for the Navy 
and Marine Corps is primarily interested in tne operational 
aspect of managing the air station, while the Navy Comritroller 
Audit Staff is interested in the finencial vrocess of 
collecting, recording, analyzing, and reporting the obligation 


and expenditure of funds aliottea to the station. 








CHAPTER V 
SUMMARY 


Financial management at an air station has becoire 
a complex function subject to more influences from outside 
scurces than would perhaps be incident to the operation of 
a private business of similar size. It would appear that 
the military organizational philosophy of centralized control 
of operations in many ways iimits the latitude of air station 
commanding cfficers in the conduct of tneir business. In 
planning operations, for instance, we have seen that no less 
than five higher echelon avencies provide guidance to the 
Station conmander; guidance which is sometimes conflicting. 
Instead of one or twe comprehensive budget requests for 
capitel ovtlays or operating funds, the station must submit 


several money requests in different areas and with abnormally 


te 


detailed justification. An exemple is the Industrial Shop 
Equipment and Plant Imprevement Budget request which requires 
not only dollar information but substantive facts regarding 


installation of the item, nomenclature, stock numbers, etc. 


To further complicate financial management problems, 
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accounting information is required in three different classi- 
fications; ty Congressicnal appropriation; by Bureau of the 
Budget object class; and by Navy bureau account divisions. 
In the reporting field, the station commander cannot prepare 
a single financial report depicting over-all staticn per- 
formance, but must submit a myriad of individual statements 
Such as fiscal reports, unit cost reports, asset reports, 
manpower reports, etc. The station aiso is subject net to 
one audit of management operations but to as many as five by 
different agencies. And rules limiting administration of 
the multiple allotments granted a station commander tend to 
restrict his freedom of managerial decision. 

The establishment of a formal comptrollership function 
at Marine Corps air stations centralizes botn the Navy and 
Marine Corps fiscal functions, as well as all major financial 
management tasks, in one staff agency working directly under 
the commanding officer. This action serves the purpose of 
putting all the problems in one locaticn on the station but 
apparentiy eliminates none of them, 

With the exception of the sbove, no major adminis- 
trative cnanges have been mace recently which would appear 
to aid in increasing substantially the effectiveness of air 
station financial management. Advances have been made 


through "economy drives," work measurement programs, and the 
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like, but ne outstanding methods have been introduced which 
wiuld afford commanding officers a means of attaining 
increased financial management contrel thereby enabling then 
EOmmeer their in@ivitdusal fni@iative in carrying out effective 
programs. The mass of budgeting anda accounting detail; the 
intricate repertinge system; and the multifarious restrictions 
Peeeec Of SO meny allovments: @i1 these things impair the 
eifective implementation of an sir stetion financial program, 
The factors of major significance in any consideration 


of air staticn financial management are the need for simplifi- 


@aci0n of fiscal procedures and the requirement for more 
jdatitudé of décision for commanding officers, In recogn: tion 
of these facts two proyvrams have been offered to increase 
management effectiveness. The first of these is @ proposal 
to eliminate the practice of granting numercus allotments 

to stations and to reduce the number of allctments to a 


minimum. Seccndly, industrial fundin: of Navy and harine 


Corps air staticns has been suggested. 
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